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2002, and July 31, 2003, to the Des-
ignated Agent, less any amounts pre-
viously paid by such period to the Re-
cording Industry Association of Amer-
ica, Inc., or SoundExchange by Sep-
tember 15, 2003. 

[63 FR 25413, May 8, 1998, as amended at 63 
FR 30636, June 5, 1998; 68 FR 36470, June 18, 
2003; 68 FR 39841, July 3, 2003] 

§ 260.4 Confidential information and 
statements of account. 

(a) For purposes of this part, con-
fidential information shall include 
statements of account and any infor-
mation pertaining to the statements of 
account designated as confidential by 
the nonexempt preexisting subscription 
service filing the statement. Confiden-
tial information shall also include any 
information so designated in a con-
fidentiality agreement which has been 
duly executed between a nonexempt 
preexisting subscription service and an 
interested party, or between one or 
more interested parties; Provided that 
all such information shall be made 
available, for the verification pro-
ceedings provided for in §§ 260.5 and 
260.6 of this part. 

(b) Nonexempt preexisting subscrip-
tion services shall submit monthly 
statements of account on a form pro-
vided by the agent designated to col-
lect such forms and the monthly roy-
alty payments. 

(c) A statement of account shall in-
clude only such information as is nec-
essary to verify the accompanying roy-
alty payment. Additional information 
beyond that which is sufficient to 
verify the calculation of the royalty 
fees shall not be included on the state-
ment of account. 

(d) Access to the confidential infor-
mation pertaining to the royalty pay-
ments shall be limited to: 

(1) Those employees, agents, consult-
ants and independent contractors of 
the designated agent, subject to an ap-
propriate confidentiality agreement, 
who are engaged in the collection and 
distribution of royalty payments here-
under and activities directly related 
hereto, who are not also employees or 
officers of a sound recording copyright 
owner or performing artist, and who, 
for the purpose of performing such du-
ties during the ordinary course of em-

ployment, require access to the 
records; and 

(2) An independent and qualified 
auditor who is not an employee or offi-
cer of a sound recording copyright 
owner or performing artist, but is au-
thorized to act on behalf of the inter-
ested copyright owners with respect to 
the verification of the royalty pay-
ments. 

(e) The designated agent or any per-
son identified in paragraph (d) of this 
section shall implement procedures to 
safeguard all confidential financial and 
business information, including, but 
not limited to royalty payments, sub-
mitted as part of the statements of ac-
count, using a reasonable standard of 
care, but no less than the same degree 
of security used to protect confidential 
financial and business information or 
similarly sensitive information belong-
ing to the designated agent or such 
person. 

(f) Books and records relating to the 
payment of the license fees shall be 
kept in accordance with generally ac-
cepted accounting principles for a pe-
riod of three years. These records shall 
include, but are not limited to, the 
statements of account, records docu-
menting an interested party’s share of 
the royalty fees, and the records per-
taining to the administration of the 
collection process and the further dis-
tribution of the royalty fees to those 
interested parties entitled to receive 
such fees. 

[63 FR 25413, May 8, 1998, as amended at 68 
FR 39841, July 3, 2003] 

§ 260.5 Verification of statements of ac-
count. 

(a) General. This section prescribes 
general rules pertaining to the 
verification of the statements of ac-
count by interested parties according 
to terms promulgated by a duly ap-
pointed copyright arbitration royalty 
panel, under its authority to set rea-
sonable terms and rates pursuant to 17 
U.S.C. 114 and 801(b)(1), and the Librar-
ian of Congress under his authority 
pursuant to 17 U.S.C. 802(f). 

(b) Frequency of verification. Inter-
ested parties may conduct a single 
audit of a nonexempt preexisting sub-
scription service during any given cal-
endar year. 
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